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mobile for a horse, and later had exchanged the horse for a diamond 
ring; he 'would have committed larceny four times, since on each 
occasion he wotdd be misappropriating property, which he held as 
constructive trustee. Hence, he could be convicted four times, al- 
though Brown, the owner, was deprived of but one chattel. The 
second objection to such a construction is that it would make the 
receiver of stolen goods subject to the crime of larceny in addition 
to the crime of receiving stolen goods. For example, when the re- 
lator received the money, she became constructive trustee, since she 
was not equitably entitled to it. Hence, when she expended it, or 
refused to give it up, she would be misappropriating it within the 
meaning of the statute and would thus be committing larceny. The 
third objection to such a construction of § 1290, is that § 1302, which 
is also part of the article of larceny, in dealing with misappropriation 
or conversion by trustees, specifically limits the word "trustee" to one 
"appointed by deed, will, or other instrument, or by an order or judg- 
ment of a court or officer." This section, therefore, would seem ex- 
pressly to exclude a constructive trustee, but it is not conclusive. 10 

In view of these difficulties, it is probable that the legislature 
never intended to include constructive trustees within the meaning 
of the word "trustee" in § 1290. But it is undoubtedly highly desir- 
able to subject the relator to punishment in order to place an obsta- 
cle in the way of future imitators of the plan followed in the prin- 
cipal case. A court, therefore, might be so desirous to convict the 
relator, that it would reach out beyond mere precedent and statutory 
provisions. It might then be convenient to say in support of such 
a result either one of two things. First, that the larceny statute 
includes constructive trustees. Secondly, the procuring of the money 
from the bank was the first tangible benefit of the claim which Foye 
secured by his larcenous transaction. The relator, therefore, in re- 
ceiving part of this identical money may be said to have received 
stolen goods. In any event, whatever the result that may be reached 
by the New York Court of Appeals in passing on the case, the cir- 
cumstances here presented show a situation for legislative regulation. 



Basis of Jurisdiction for the Protection of Trade Secrets. — 
If there is any policy of the law which is firmly established, it is that 
which protects those intangible yet valuable commercial assets which 

10 If this section were construed literally, it would not include a trust 
of personalty orally created, although such a trust would be absolutely 
valid. Gilman v. McArdle (1885) 99 N. Y. 451, 2 N. E. 464; Matter of 
Carpenter (1892) 131 N. Y. 86, 29 N. E. 1005; Bork v. Martin (1892) 132 
N. Y. 280, 30 N. E. 584; see Day v. Roth (1858) 18 N. Y. 448; Britton v. 
Lorenz (1871) 45 N. Y. 51. Hence, in all such cases the trustee could 
wilfully misappropriate the trust' property without being subject to 
criminal liabiity. It is submitted, however, that the trustee would not 
be permitted to escape punishment, and that, therefore, § 1302 would 
not be construed literally. If this hypothesis is true, then § 1302 might 
also be construed to include constructive trustees. 
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are known as "trade secrets." 1 But the theory upon which such pro- 
tection is afforded is by no means so clearly defined. Where the par- 
ties have entered into express contracts against the disclosure or use 
of a trade secret the courts find no difficulty in giving a legal remedy 
for breach of contract, 2 or equitable relief by injunction where it 
appears that the damages, if sought at law, would be inadequate or 
too difficult to compute. 3 Equity will act not only against the party 
who commits the breach but also against a third person who with 
notice of the contract persists in dealing with the trade secret, whether 
he pays value for it or not. 4 But even where there is no contract the 
courts will grant relief by "implying" one from the confidential rela- 
tionship which almost invariably exists between the immediate par- 
ties. 5 Once having implied a contract the courts then hold third per- 

1 A trade secret is defined as "a plan or process, tool, mechanism or 
compound known only to its owner and those of his employes to whom 
it is necessary to confide it in order to apply it to the use to which it is 
intended." National Tube Co. v. Eastern Tube Co. (1902) 23 Ohio Cir. 
Ct. 468, 470. The definition was essential to the case since the existence 
of a trade secret was in controversy. Courts have recognized as trade 
secrets such things as formulae for medicines and chemical prepara- 
tions, C. F. Simmons Medicine Co. v. Simmons (C. C. 1897) 81 Fed. 
163, mechanisms, Westervclt v. National Paper & Supply Co. (1900) 
154 Ind. 673, 57 N. E 552, and lists of names and addresses of custom- 
ers. Empire Steam Laundry Co. v. Lozier (1913) 165 Cal. 95, 130 Pac. 
1180. 

2 Smith v. Dickenson (1804) 3 Bos. & P. 630; Hammer v. Barnes 
(N. Y. 1863) 26 How. Pr. 174, a case in which there was concurrent 
equity jurisdiction; Tode v. Gross (1891) 127 N. Y. 480, 28 N. E. 469. 
In these cases the contracts provided for liquidated damages in case 
of breach, so that there was no need of equity jurisdiction on this point 
on the ground of inadequacy or uncertainty of damages at law. An 
action on the case was allowed in Roystone v. Woodbury Dermatological 
Institute (1910) 122 N. Y. Supp. 444, on the theory that there was a 
breach of the duty embodied in the contract. The case is an isolated 
one and was never followed. The court intimated that the complaint 
lacked certain requisites of proper pleading in tort, but pointed out that 
the defendant had failed to object to it on that ground. 

sFralich v. Despar (1894) 165 Pa. 24, 30 Atl. 521; C. F. Simmons 
Medicine Co. v. Simmons, supra, footnote 1 ; Witkop & Holmes Co. v. 
Great Atlantic & Pacific Tea Co. (1910) 124 N. Y. Supp. 956; see Harri- 
son v. Glucose Sugar Refining Co. (C. C. A. 1902) 116 Fed. 304, 312. 

4 Westervelt v. National Paper & Supply Co., supra, footnote 1 ; Stone 
v. Goss (1903) 65 N. J. Eq. 756, 55 Atl. 736; see Macbeth-Evans Glass 
Co. v. Schnelbach (1913) 239 Pa. 76, 86 Atl. 688. 

s Cincinnati Bell Foundry. Co. v. Dodds (1887) 10 Ohio Dec. 154; 
Tipping v. Clarke (1843) 2 Hare 383; Lamb v. Evans [1892] 3 Ch. 462; 
Robb v. Green [1895] 2 Q. B. 315; Merryweather v. Moore [1892] 2 
Ch. 518; Louis v. Smellie (1895) 73 L. T. 226; Stevens & Co. v. Stiles 
(1909) 29 R. I. 399, 71 Atl. 802. The courts have been so anxious to 
find a contract that they have taken pains to expound the theory of 
implication even where express contracts were present. Morison v. 
Moat (1851) 9 Hare 241, 20 L. J. Ch. 513; Eastman Co. v. Reichenbach 
(1892) 79 Hun 183, 29 N. Y. Supp. 1143; O. & W. Thum Co. v. Tloczynski 
(1897) 114 Mich. 149, 72 N. W. 140; Westervelt v. National Paper & 
Supply Co., supra, footnote 1. 
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sons with notice of that relationship. 6 It has also been held that a 
trade secret may form the specific res of an express trust. 7 And 
finally, there is a well-established line of decisions holding that a 
trade secret is "properly" and as such entitled to protection in courts 
of equity. 8 

Where there is an express contract the basis for jurisdiction is 
clear. To imply a contract, however, where none exists is not satisfac- 
tory as a ground for relief, being merely another way of saying that 
no contract is necessary. An examination of cases where such im- 
plication is made shows that bad faith or breach of confidence on the 
part of the defendant is the fact which prompts the court to mate it. 9 
The theory that a trade secret may be the res of an express trust is 
sound, provided it is admitted to be property. This brings us to the 
consideration of the nature of the right of the "owner" of a trade 
secret. It was well settled at common law that an author had no 
property right in his product, once it was published, 10 and the in- 
ventor was found to come under a similar doctrine. 11 An examina- 
tion of the trade secret cases reveals the same tendency of the courts 
to qualify the alleged property in the secrets. Once having decided 
that a trade secret was property the courts began immediately to 

6 Macbeth-Evans Glass Co. v. Schnelbach, supra, footnote 4. The 
court, in holding the third person responsible, used the following lan- 
guage: "We agree with the learned court below * * * that the Jeffer- 
son Glass Company acquired its knowledge of the secret formula * * * 
from Schnelbach in breach of the trust and confidence reposed in him 
by appellee, and in violation of a contract implied from that confidential 
relation not to disclose trade secrets * * *. If Schnelbach was properly 
enjoined, so was the Jefferson Glass Company * * *." 

7 Bryson v. Whitehead (1822) 1 S. & St. 74; Green v. Folgham (1823) 

1 S. & St. 398. 

"Peabody v. Norfolk (1868) 98 Mass. 452; Champlin v. Stoddart 
(N. Y. 1883) 30 Hun 300; Salomon v. Hertz (1885) 40 N. J. Eq. 400, 

2 Atl. 379; Simmons Hardware Co. v. Waibel (1891) 1 S. D. 488, 47 N. W. 
814; Walker v. Berger (Ga. 1918) 96 S. E. 627. And see Cincinnati Bell 
Foundry Co., supra, footnote 5; Chadwick v. Covell (1890) 151 Mass. 
190, 23 N. E. 1068; Watkins v. Landon (1893) 52 Minn. 389, 54 N. W. 
193; Stewart v. Hook (1903) 118 Ga. 445, 45 S. E. 369. In Peabody v. 
Norfolk and Salomon v. Hertz, supra, it is to be noted that there ex- 
isted express contracts which could have afforded short grounds for 
reaching the same decisions. 

8 "There was no express contract on the part of Schnelbach not to 
disclose the trade secrets of his employer, and it becomes necessary to 
inquire whether, because of * * * the confidence reposed in him, there 
arose an implied duty not to disclose * * *. It would * * * be in- 
equitable and unjust that he should either disclose it to others, or make 
use of it himself, to the prejudice of his employers * * *." Macbeth- 
Evans Glass Co. v. Schnelbach, supra, footnote 4. Through all the cases 
where an implied contract not to reveal trade secrets is found by the 
courts to exist, we find much the same language used to justify the 
implication. 

io Millar v. Taylor (1769) 4 Burr. 2303; Donaldson v. Beckett (1774) 
2 Bro. P. C. 129. 

" See Brown v. Duchesne (1856) 60 U. S. 183, 195. 
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impose limitations. The property, it appears, is not absolute, 12 and 
one who obtains a trade secret without fraud or breach of confidence 
is immune from responsibility to its "owner" regardless of the fact 
that he may have obtained it from one who got or disposed of it 
wrongfully. 13 It is sometimes quite difficult to say who is the "owner" 
of a specific trade secret. Thus, where A sold to B, and then sold to 
for value and without notice, a certain trade secret, it was held, in 
an action by C against B, first purchaser, that both could continue 
to use the same process, since both came by it in good faith, and an 
injunction was refused. 14 The same result was reached in an action 
by a donee against a subsequent purchaser for value without notice. 10 
And while a trade secret possesses such attributes of property as 
assignability, 10 and liability to taxation, 17 it has been held that it is 
not such property as will serve as a basis for a stock or bond issue. 18 

What the courts emphasize, in protecting trade secret3 from inva- 
sion, is the bad faith or breach of confidence of the defendant, and 
this is particularly true in those very cases which form the keystones 
of the property theory. 10 It is worthy of note that these same cases 
could have been decided on the short ground of breach of express con- 
tract not to reveal the secrets involved. It is submitted, on these facts, 
that the property theory as a legal precedent has a vulnerable founda- 
tion. One is tempted to find peculiar significance in the remarks of 
the court in an early case dealing with what is usually considered tho 
analogous question of the rights of the author of a private letter, 
and to conclude that in the field of trade secrets the property idea 
is but mere surplusage in the guise of a reason for a result reached 
on some other basis. 20 The language used by our courts in recent 

12 "If he invents or discovers and keeps secret a process of manu- 
facture * * * he has not, indeed, an exclusive right to it as against the 
whole public, or against those who in good faith acquire knowledge of 
it." Peabody v. Norfolk, supra, footnote 8. And see the dissenting opin- 
ion of Brandeis, J., in International News Service v. Associated Press 
(1918) 248 U. S. 215, 250, 39 Sup. Ct. 68. 

13 Chadwick v. Covell, supra, footnote 8; Watkins v. Landon, supra, 
footnote 8; Stewart v. Hook, supra, footnote 8. For an excellent sum- 
ming up of this aspect of the question see the opinion of Emery, V. C. 
in Pomeroy Ink Co. v. Pomeroy (1910) 77 N. J. Eq. 293, 296, 78 Atl. 698. 

14 Stewart v. Hook, supra, footnote 8; Watkins v. Landon, supra, foot- 
note 8. 

15 Chadwick v. Covell, supra, footnote 8. 

10 Hard v. Seeley (N. Y. 1865) 47 Barb. 428, Tode v. Gross, supra, 
footnote 2; Stewart v. Hook, supra, footnote 8. 

"/« re Brandreth (1899) 28 Misc. 468, 59 N. Y. Supp. 1092. 

« O'Bear-Nester Glass Co. v. Antiexplo Co. (1908) 101 Tex. 431, 108 
S. W. 967. 

19 See Salomon v. Hertz, supra, footnote 8 ; Chadwick v. Covell, supra, 
footnote 8; Peabody v. Norfolk, supra, footnote 8. 

20 "If the courts have resorted to a mere device for this purpose, 
namely, the idea of property, in whole or in part, in the writer, they • 
are justified by a similar practice in other cases." Roberts v. McKee 
(1859) 29 Ga. 161, 165. 
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years indicates that they are, in fact, departing from the property 
theory, even though they still proclaim it as a hasis for decision. We 
are told that a "land of a property right," based upon "special equi- 
ties," exists in a trade secret, 21 while the United States Supreme 
Court speaks of property in such a secret as "an unanalyzed expression 
of certain secondary consequences of the primary fact that the law 
makes some rudimentary requirements of good faith." 22 In short, 
what the courts require in order to protect a trade secret, is evidence 
of breach of confidence, as between the immediate parties and evi- 
dence of bad faith on the part of third persons, in that they have 
notice of the breach of confidence. 

But, it is submitted, that breach of confidence is not alone suf- 
ficient to form a basis for a remedy. For, in the cases of plans or 
schemes worked out for the better conduct of a certain line of busi- 
ness, the courts refuse to grant relief against those who make use 
of the plans or schemes in open violation of the trust or confidence 
reposed in them by the originator. 23 It is true that the courts say 
that their refusal to grant relief is on the ground that there is no 
properly in such plans or schemes, 24 and that they are, therefore, to 
be distinguished from trade secrets. But in all cases where relief is 
denied there is an absence of this element, namely, pecuniary damage, 
actual or threatened, to an existing business of the plaintiff, and 
arising from the disclosure of the plan or scheme. 25 In all these 
cases the plaintiff is not using the plan or scheme as an asset in an 
existing enterprise, but is seeking financial aid from others in order 
to put it in operation; or it is otherwise apparent that the plaintiff 
is suffering n o pecuniary damage. 20 On the other hand, in the trade 

21 Pomeroy Ink Co. v. Pomeroy, supra, footnote 13, at p. 296. 

22 Holmes, J. in Dupont de Nemours Powder Co. v. Masland (1917) 
244 U. S. 100, 102, 37 Sup. Ct. 575. 

2 3Burnell v. Chown (C. C. 1895) 69 Fed. 993; Bristol v. Equitable 
Life Assurance Society of the United States (N. Y. 1889) 52 Hun 161, 
5 N. Y. Supp. 131; Bristol v. Equitable Life Assurance Society of New 
York (1892) 132 N. Y. 264, 30 N. E. 506; Haskins v. Ryan (1906) 71 
N. J. Eq. 575, 64 Atl. 436; Stein v. Morris (1917) 120 Va. 390, 91 S. E. 
177. 

21 "If, however, appellant had originated the scheme or idea of bank- 
ing of which he claims to be the owner, he could not have a property 
right in such a method or idea of conducting business without any 
physical means or devices for carrying it out." Stein v. Morris, supra, 
footnote 23, at p. 394. "It is difficult to conceive how a claim to a mere 
idea or scheme, unconnected with particular physical devices for carrying 
out that idea, can be made the subject-matter of property." Bristol v. 
Equitable Life Assurance Society of the United States, supra, footnote 23. 

25 "Plaintiff communicated his system without marketing it. It was 
valuable to the defendant. But what has the plaintiff lost thereby? He 
alleges no more than the loss of the sale to a single party who refused 
to buy. The system, we may assume, was valuable to those who had 
insurance to sell. Plaintiff does not allege that he had any to sell." 
Bristol v. Equitable Life Assurance Society of New York, supra, foot- 
note 23, at p. 268. See also Haskins v. Ryan, supra, footnote 23. 

2 » "The defendant * * * has adopted the same plan for gathering his 
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secret cases, the element of pecuniary damage to an existing enter- 
prise is invariably present. That the distinction between a trade 
secret and a plan does not rest upon any property conception is 
shown by the fact that where a plan, or a developed scheme or idea, 
is nsed as an asset in an existing business enterprise the courts will 
grant relief against one who obtains it unfairly and uses it to the 
damage of that existing enterprise. 27 The decisions in both classes of 
cases rest, therefore, upon the same basis. 

In the recent ease of Davis & Co. v. Miller (Wash. 1918) 177 
Pae. 323, the court enjoined the defendant from soliciting business 
from the plaintiff's customers whose names and addresses the defend- 
ant had learned while employed by the plaintiff as confidential office 
man. The court offered no definite line of reasoning for its decision 
but did state that it considered it "unfair competition" for the defend- 
ant to use this list of names and addresses in a rival enterprise. It 
is submitted that in the final analysis this is the ground upon which 
the trade secret cases rest. The element of competition is invariably 
present, and a number of courts, although basing their decisions on 
other grounds, have, in their opinions, laid stress on the unfairness 
of the competition involved. 28 And where the facts reveal no com- 
petition, although a secret plan or method, obtained through breach 
of confidence, is being employed in a business enterprise, the courts 
grant no relief. 29 Furthermore, the recent decision of the United 
States Supreme Court, which has paved the way for an extension of 
the law of unfair trade, to the pirating of news items, 30 seems a strong 
argument for extending a similar line of reasoning to the analogous 
field of trade secrets. It would seem that the doctrine of unfair com- 
petition would be more in accord with modern tendencies and would, 
'at the same time, avoid the many harrowing and metaphysical ques- 
tions which arise when an attempt is made to apply the chameleon 
test of property. 

information, and the same plan for imparting his information. But the 
information does not concern the same persons, is not to be used by the 
same persons, and is concerning a people living in a territory entirely 
different from that covered by the plaintiff's publication." Burnell v. 
Chown, supra, footnote 23, at p. 997. See also Pern's v. Hexamer (1878) 
99 U. S. 674, where the court applied the same idea. Cf., Shonk Tin 
Printing Co. v. Shonk (1891) 138 111. 34, 27 N. E. 529. 

Suppose A, engaged in business in New York, and using a trade 
secret in connection with that business, confides the secret to B, a con- 
fidential employee, who then proceeds to set up a business of his own, in 
San Francisco, using therein the trade secret, in breach of A's confidence. 
Suppose, further, that the businesses of A and B do not come into conflict, 
each party operating among a different group of customers. It is sub- 
mitted that if A sought to enjoin B in San Francisco, the court would 
deny an injunction. 

2?Montegut v. Hickson, Inc. (1917) 178 App. Div. 94, 164 N. Y. Supp. 
858; Robb v. Green, supra, footnote 5. 

28 Witkop & Holmes Co. v. Boyce (1908) 61 Misc. 126, 112 N. Y. 
Supp. 874, 878. Empire Steam Laundry Co. v. Lozier, supra, footnote 1. 
Brandeis, J., in International News Service v Associated Press, supra, 
footnote 12. 

29 Burnell v . Chown, supra, footnote 23. 

3 " International News Service v. Associated Press, supra, footnote 12. 



